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(1) A reasonable projected net fare, 
which is the standard fare expected to 
be charged for service between the eli-
gible place and the designated hub less 
any dilution caused by joint fare ar-
rangements, discount fares that it of-
fers, or prorates of fares for through 
one-line passengers; and 

(2) The traffic (including both local 
and beyond traffic) projected to flow 
between the eligible place and the des-
ignated hub or hubs, which is based on 
the carrier’s own estimates, Depart-
ment estimates, and on traffic levels in 
the market at issue when such data are 
available. 

(b) The reasonableness of a carrier’s 
passenger revenue projections will be 
evaluated by: 

(1) Comparing the carrier’s proposed 
fare with the fare charged in other 
city-pair markets of similar distances 
and traffic densities; and 

(2) Comparing the carrier’s proposed 
pricing structure with historical pric-
ing practices in the market at issue, 
with the pricing practices of that car-
rier in other markets, and with any 
standard industry pricing guidelines 
that may be available. 

(c) An estimate of freight and other 
transport-related revenue will be in-
cluded as a component of projected rev-
enues and will be based on recent expe-
rience in the market involved and on 
the experience of the carrier involved 
in other markets. 

[ER–1398, 49 FR 49846, Dec. 24, 1984, as amend-
ed at 60 FR 43524, Aug. 22, 1995]

§ 271.6 Profit element. 

The reasonable return for a carrier 
for providing essential air service at an 
eligible place generally will be set at a 
flat percentage, typically 5 percent of 
that carrier’s projected operating costs 
as established under § 271.4, plus any 
applicable interest expenses on flight 
equipment. 

[ER–1398, 49 FR 49846, Dec. 24, 1984, as amend-
ed at 60 FR 43524, 43525, Aug. 22, 1995]

§ 271.7 Subsidy payout formula. 

(a) Subsidy will be paid by the De-
partment to the air carrier monthly, 
based on the subsidy rate established 
by the Department for the carrier 

under this part. Payments will not 
vary except as provided in this section. 

(b) While a carrier’s subsidy rate will 
not vary even if actual revenues or 
costs differ from projections, the ac-
tual amount of each payment may vary 
depending on the following factors: 

(1) Seasonal characteristics of the 
carrier’s operations at the eligible 
place; 

(2) The actual number of flights com-
pleted, aircraft miles flown, available 
seat-miles flown, or variations in other 
operational elements upon which the 
subsidy rate is based; or 

(3) Adjustments to the carrier’s sub-
sidy required by § 271.8(b). 

(c) Payments will continue for the 
duration of the rate term established 
under § 271.8 provided that the carrier 
continues to provide the required serv-
ice. 

[ER–1398, 49 FR 49846, Dec. 24, 1984, as amend-
ed at 60 FR 43524, 43525, Aug. 22, 1995]

§ 271.8 Rate period. 

(a) The subsidy rate generally will be 
set for a 2-year period, or two consecu-
tive 1-year periods. The Department 
may set the rate for a shorter period in 
the following situations: 

(1) A commuter air carrier is replac-
ing a larger certificated carrier at the 
eligible place; 

(2) Traffic at the eligible place has 
substantially decreased; 

(3) The Department considers the 
cost or revenue projections of the car-
rier for the second year to be unreal-
istic; 

(4) It is likely that there will be 
changes in the eligible place essential 
air service level; or 

(5) The uncertainties of the market 
or other circumstances warrant a 
shorter rate period. 

(b) The subsidy rate established for a 
carrier under this part will not be 
changed during the rate period unless 
an adjustment is required in the public 
interest. 

(c) At the end of the rate period, the 
carrier will not have a continuing right 
to receive subsidy for providing essen-
tial air service at the eligible place. 

[ER–1398, 49 FR 49846, Dec. 24, 1984, as amend-
ed at 60 FR 43524, 43525, Aug. 22, 1995]
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